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McGlade
President and CEO
Video Jukebox Network, Inc.

Ifyou have any questions regarding this matter, please contact me.

Dear Mr, Caton:

Mr. William F. Caton, Secretary
Federal Communications Commission
1919 M. Street, N.W.
Washington, D.C. 20554

This is to provide notice, pursuant to Section 1.1206(a)(l) of the Commission's
Rules, that copies of the enclosed letter were forwarded today to Chairman Reed Hundt and to
each ofthe other individuals identified as receiving copies, Each of the foregoing also received a
copy of this letter, Two copies of the letter are enclosed for inclusion in the above-referenced
docket,
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It is our understanding that the Commission is considering a revision to the existing leased access
rules which may greatly change the pricing for leased access channels. We are deeply concerned
that adoption of this proposed revision will adversely affect the availability of our programming
service to cable viewers,
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March 13, 1996

Revisions to Leased Access RuleslEx Parte Communication
MMDocketN 92-266

Re:

Chairman Reed E. Hundt
Federal Communications Commission
1919 M. Street, N.W., Room 814
Washington, D.C. 20554

Dear Chairman Hundt:

Video Jukebox Network, Inc. ("VJN") distributes The Box, which is a viewer interactive music
video service. Viewers may select the music videos they desire to watch by calling a designated
900 telephone number and paying a fee for their selections. The Box presently is available to 22
million households. Our audience is made up of 12 - 29 year olds that are racially diverse and are
loyal to our service. This past year, we received 7 million telephone requests for music videos.

However, as a smaller cable network, we have experienced little cable subscriber growth as a
result of the recent rounds oflegjsJation Most of our subscriber growth has come from broadcast
affiliations, instead of cable. From a business point of view, cable is our lifeline, and the past three
years have been extremely difficult for our company. The change proposed to the existing leased
access rules may actually reduce our cable subscriber base,

The Commission is currently reconsidering the fonnula for determining the maximum reasonable
rate, The formula currently under consideration apparently would substantiaUy reduce the
maximum reasonable rate in an attempt to increase the amount of leased access channels in use.
As a result, cable operators will be forced to remove existing cable networks from their system.
Again, this will hurt our business and result in a disservice to our loyal viewers.

Cable operators must now make a certain percentage of their channel capacity not otherwise
required for use by federal law or regulation available for commercial leased access. However,
the existing pricing mechanism has moderated that use through competitive forces. In many
cases, however, we have experienced cable subscriber losses as a result of the existing mechanism.
Certainly, the proposed mechanism will result in further cable subscriber losses.

Channel capacity remains tight, while the number of new programmers continues to increase.
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VJN's affiliate sales force experiences the current crunch on a daily basis. Only recently have we
begun to see light at the end of the tunnel, with potential cable growth arising out of rebuilds. I'm
afraid that the opportunity for cable subscriber growth may be completely negated by the
proposed changes.

The proposal before the Commission appears to anticipate the removal of existing programming
services in favor of subsidized leased access services such as infomercial/retailing services and
low-power television stations which do not qualify for carriage under the Commission's must
carry rules. Thus, we have been informed that the Commission's "opportunity cost" pricing
approach is based upon lost revenues from dropped services. Further, the present draft proposal
would require cable operators to identifY those existing programming services which would be
dropped to satisfy their respective leased access allotments. Such identification would only
increase the uncertainty ofcarriage faced by cable programmers like ourselves.

I urge that you reconsider the proposed changes. Smaller cable networks like VJN have suffered
long enough from delays in cable operator upgrades and subsequent channel expansion. It has
been impossible to make meaningful projections, aggravating our ability to raise new capital for
expansion. We strongly believe that the comprehensive regulations required by the 1992 Cable
Act substantially inhibited our growth. Continued uncertainty may jeopardize our survival. We
respectfully submit that, if the Commission must now decide these issues and the petition for
reconsideration raising them, it should and must deny that petition in all respects. If the
Commission believes that there is any merit to its staff's proposal, it should publish a specific
proposal upon which cabJe operators, viewers and programmers such as VJN may comment. We
have done our best to summarize our concerns about the adverse effects oftms proposal as we
understand it. However, absent a published proposal which we can review and consider, we
cannot provide more detailed comments to assist the Commission in making important policy
judgments presented by such a proposal.

This is a matter which we firmly believe could have serious adverse impacts on programmers,
causing a significant decrease in programming diversity -- the exact opposite of the result intended
by Congress and the Commission. I appreciate your careful consideration ofour views and
would be pleased to discuss them with you in more detail subject to the Sunshine period
prohibition.

RLH:ssm
cc: Commissioner James H. QueUo

Commissioner Andrew C. Barrett
Commissioner Susan Ness

an McGlade
President and CEO
Video Jukebox Network., Inc.
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Jackie Chorney, Legal Assistant to Chairman Hundt
Maureen O'Connell, Legal Advisor to Commissioner Quello
Lisa B. Smith, Legal Advisor to Commissioner Barrett
Suzanne K. Toller, Legal Advisor to Commissioner Chong
Mary P. McManus, Legal Advisor to Commissioner Ness
William F. Caton, Secretary (2 copies)
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